Measures of member bank reserves by anonymous
MEMBER BANK RESERVES are a key ele-
ment in the process by which monetary
policy influences the performance of the
economy. Accordingly, careful attention to
reserve changes is an integral part of day-
to-day Federal Reserve operations. This
article describes some of the aggregate re-
serve measures that have been developed
for use in this connection in recent years
and presents seasonally adjusted data for
a number of these measures.
The Federal Reserve's general instru-
ments of monetary policy—open market
operations, reserve requirements, and the
discount rate—have their principal impact
on the availability and cost of member bank
reserves. Bank reserves in turn provide the
foundation for expansion of bank credit
and money. Movements of bank credit
and money, in their turn, influence over-all
credit availability, interest rates, and gen-
eral liquidity—and ultimately economic
activity, the average level of prices, and
the balance of payments.
As the impact of monetary policy spreads
from member bank reserves to conditions
which are of ultimate concern, such as the
level of economic activity, more and more
nonmonetary influences come into play.
These are continuously changing in form
and direction, and they may offset or rein-
force the effect of monetary actions. Be-
cause the economic and financial environ-
ment is so changeable, the formulation of
monetary policy and the use of monetary
instruments have to be a continuous and
flexible process in which the Federal Re-
serve constantly evaluates whether its im-
pact on member bank reserves is appropri-
ate in relation to other developments.
In this evaluatory process the monetary
authorities make use of a great variety of
economic and financial information, rang-
ing from immediate indicators of money
market conditions to comprehensive meas-
ures of economic activity. Within the con-
text of its frequent broader appraisals of
economic conditions, the Federal Reserve
undertakes its day-to-day operations with
principal reference to developing conditions
in the money and securities markets and the
indicated state of bank reserve positions.
1
To assist in appraising the latter, the
monetary authorities have a variety of re-
serve measures at hand. These are designed
to help indicate how effective Federal Re-
serve operations are in supplying funds to
banks and how banks' desires to lend and
invest are affecting their own demand for
reserve funds. The interaction of these sup-
ply and demand factors determines the
availability of bank credit and money and
to an extent the terms on which bank credit
is available to the public.
1A detailed discussion of the methods of operation
of the System Open Market Account through which all
Federal Reserve open market operations are con-
ducted was presented in the April 1962 issue of the
BULLETIN, pp. 429-57.
NOTE.—This article was prepared by Edward R.
Fry of the Banking Section of the Division of Research
and Statistics of the Board of Governors.
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Data on these reserve measures are as-
sembled daily for use within the System,
and they are published in the Board's weekly
release "Factors Affecting Bank Reserves
and Condition Statement of the Federal
Reserve Banks." Popular attention has
focused particularly upon the indicators
of marginal reserve availability, such as
excess reserves, borrowings, or the differ-
ence between these two (usually termed
"free" or "net borrowed" reserves). The
statement also carries statistics on the level
of and change in aggregates of reserves
provided and of reserves utilized—total re-
serves and required reserves, respectively.
The significance of the published changes
in these reserve aggregates is not easy to
discern, inasmuch as such totals show wide
fluctuations. The greater part of these fluc-
tuations, however, are systematic in char-
acter. In particular, they reflect major
seasonal changes in reserve needs. When
such changes are allowed for, the resulting
series can provide an added dimension of
insight into the current trend of reserve
utilization by the banking system.
Later sections of this article describe the
seasonal and other adjustments applied to
the aggregate reserve statistics by the Board




No one series measuring bank reserves can
serve all the needs of economic analysis
and monetary policy formulation. The vari-
ous kinds of reserve breakdowns illuminate
different aspects of the monetary process,
with some focusing more on short-run than
on longer-run aspects.
General relationships. One of the most
sensitive measures of the day-to-day inter-
action of monetary policy and market forces
is the so-called net reserve position of banks.
This measure is computed by subtracting
member bank borrowings at the Federal
Reserve from excess reserves. When this
measure is positive, it is called net free re-
serves, and when negative, net borrowed
reserves. Figures for the net reserve position
of banks, as well as for excess reserves and
borrowings, are published regularly in the
BULLETIN (see pages 952, 953, and 954
of this issue) and in statistical releases.
Week-to-week changes in banks' net
reserve position are subject to wide varia-













Member bank deposits with
Federal Reserve Banks plus
member bank vault cash
4 per cent of total time deposits
plus 16.5 and 12 per cent, re-
spectively, of reserve city and
country bank net demand de-
posits
Total reserves less required re-
serves
Discounts and advances from
Federal Reserve Banks, mainly
advances secured by U.S. Gov-
ernment securities or eligible
paper
Excess reserves less member
bank borrowings from Federal
Reserve Banks
Total reserves less member bank
borrowings, or required reserves
plus free reserves
persistent change in net reserve position
over a period of several weeks often indi-
cates a basic shift in the credit climate. For
instance, when monetary authorities act to
supply reserves less freely, banks tend to
economize on excess reserves or, more
often, to increase their borrowings at the
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Federal Reserve. In either instance free
reserves decline.
On the other hand, when monetary ac-
tions increase the supply of reserves after
a period of restraint, banks tend to use these
funds first to reduce their indebtedness to
the Federal Reserve and perhaps also to
rebuild somewhat their working level of
excess reserves. In either instance, free re-
serves increase.
Viewed separately, excess reserves and
borrowings provide valuable insight into the
distribution of reserves among banks. These
measures often help to explain the reactions
of banks and the money market to existing
conditions of reserve availability or to cur-
rent operations of the Federal Reserve.
While a high degree of reserve mobility
among banks has been developed, the exist-
ence of excess reserves and borrowings con-
currently indicates that reserves are not
perfectly mobile.
Some banks traditionally maintain re-
serves in excess of their legal requirements.
Some move toward full utilization of re-
serves only toward the end of their reserve
computation periods. And others seek to
minimize their excess reserves throughout
reserve computation periods by investment
and lending operations that are highly sensi-
tive to changes in reserve availability and to
current developments in the money market.
In general, large banks in money market
centers tend to keep excess reserves near a
minimum while country banks as a group
typically maintain substantial excess re-
serves. In planning and evaluating its day-
to-day operations, the Federal Reserve must
take into account shifts in the distributions
of member bank excess reserves and bor-
rowings, as well as in the relative levels of
these reserve components.
The impact of current monetary opera-
tions cannot be gauged only by reference
to free reserves, excess reserves, and bor-
rowings, or to changes in their levels and
distributions. Although these measures pro-
vide sensitive short-run indications of the
pressure of policy on reserve positions, the
longer-run consequences of such pressure
are to be seen in the trends in total reserves
and required reserves and in the portion of
total reserves provided by means other than
member bank borrowings—nonborrowed
reserves. Adjustment of such measures to
eliminate seasonal influences helps to reveal
these trends.
The underlying movements of required
reserves give an early indication of the
extent to which banks are expanding or
contracting credit in the prevailing climate
of reserve availability. Comparison of the
movements in required reserves and non-
borrowed reserves indicates to what extent
reserve utilization by the banks is being
supported by reserves provided by the com-
bination of Federal Reserve open market
purchases and reserve requirement changes
and of market factors such as currency in-
flows and float. Total reserves is a composite
of all the influences operating on the reserve
base. It provides a standard to which any
deviation in the movement of component
reserve measures can be related.
Influence of Federal Reserve policy. How
Federal Reserve open market operations
affect required reserves and total reserves
depends in part on how banks respond to
the flow of newly supplied reserve funds.
Their responses, in turn, depend on market
conditions and the demand for bank loans.
For instance, if market rates of interest are
rising or if borrowers are seeking loans
from banks, or both, banks as a group are
not likely to use the added reserve funds
to reduce their indebtedness to the Federal
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Reserve. In fact, such market conditions
are likely to stimulate growth in total bank
reserves by increasing the willingness of
member banks to borrow from the Federal
Reserve.
However, if a rise in total reserves is
composed largely of borrowed reserves, it
is less likely to be sustainable than if it is
composed mainly of nonborrowed reserves.
Member bank borrowing at Federal Re-
serve Banks is generally regarded as a tem-
porary source of reserves both by the bor-
rowing bank and by the Federal Reserve
officials who administer discount opera-
tions. This transitory or emergency nature
of borrowed reserves, which is formally
recognized in the regulation governing
member bank borrowing, tends to limit the
volume of credit that can be supported by
such reserves.
In its open market operations the Fed-
eral Reserve takes account of such bank
responses as they develop. Hence these re-
sponses may affect the further course of
policy actions. It thus becomes important,
for instance, for the System to know
whether banks are adding to total reserves
but not to required reserves—under these
circumstances bank credit and money ex-
pansion may be lagging—or whether they
are adding to required reserves and to total
reserves but not to nonborrowed reserves
—under these conditions future expansion
of bank credit may be limited.
The interrelation of these aggregate re-
serve measures, suggested by the above
discussion, can be traced through the recent
movements of total, nonborrowed, and re-
quired reserves shown in Chart 1. The data
on the chart have been adjusted to eliminate
the effects of changes in reserve require-
ments and of seasonal influences, as ex-







NOTE.—Monthly averages of daily figures. Adjusted for
seasonal variation and changes in reserve requirements. See
also the technical note at the end of the article.
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plained in the technical note at the end of
this article. Table 1 on page 900 presents
data so adjusted for the period 1951 to date
and also the seasonal factors applicable to
the current year.
As can be discerned from the chart, non-
borrowed reserves are considerably more
variable than either total or required re-
serves. This is true because Federal Reserve
operations have an immediate impact on
nonborrowed reserves that is not offset by
actions of banks in using these reserves.
Effects of such operations on total reserves
and required reserves may be delayed or
cushioned for a time if banks make offset-
ting adjustments in their borrowing from the
Federal Reserve or in their loans and in-
vestments.
For example, when the System buys U.S.
Government securities to expand bank re-
serves, the increase shows up in nonbor-
rowed reserves. At first, this operation will
also increase excess and total reserves. How-
ever, banks may use the added reserves
quickly to reduce indebtedness to the Fed-
eral Reserve. If so, both total and excess
reserves would decline. Or the initial in-
crease in excess reserves may be employed
to support an expansion of bank credit. If
so, required reserves would increase. This
latter action would not affect the new higher
level of total reserves.
An illustration of this process is seen
in the latter part of 1957, when Federal
Reserve operations began to supply more
than seasonal amounts of reserves follow-
ing a period of restraint. For some months,
as the System continued to supply reserves,
nonborrowed reserves increased, borrowed
reserves (green area on the chart) declined,
and total reserves changed little.
During this period member banks were
using reserves supplied by Federal Reserve
operations to reduce borrowed reserves. Al-
though demands for some types of loans
were declining, banks increased their hold-
ings of securities, and their required and
excess reserves showed little change. By defi-
nition, of course, the reduction in borrow-
ings relative to excess reserves meant that
banks' net borrowed reserves were being
reduced.
By January 1958 nonborrowed reserves
had increased by about $500 million, yet
there was little change in either total or
required reserves. Nonborrowed reserves
available to banks at this time were about
equal to required reserves for all member
banks. Consequently, the total amount of
excess reserves maintained by some banks
about matched total borrowings by other
banks.
After January 1958 the Federal Reserve
made reserves available at an increasing
rate, partly through reductions in reserve
requirements. As nonborrowed reserves rose
rapidly in succeeding months, banks re-
duced their borrowings to low levels. The
increase in nonborrowed reserves was more
rapid than liquidation of member bank bor-
rowings, so total reserves also rose. Banks
seeking to minimize excess reserves sought
to employ the added reserves by expanding
credit. This caused a rapid increase in re-
quited reserves. The increase of nonbor-
rowed reserves above required reserves, or
the decline 6f borrowings relative to excess
reserves, meant that net free reserves were
increasing.
This process, by which bank credit ex-
pansion was being fostered in early 1958,
was reversed after the middle of that year.
The Federal Reserve began to limit the
amount of reserves it supplied through open
market operations, and nonborrowed re-
serves declined. Member banks borrowed
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an increasing amount of reserves to meet
reserve requirements, with the result that
total reserves were maintained near their
midyear peak.
Deposits and required reserves increased
further into 1959, financed by increased
borrowing at the Reserve Banks. Accom-
panying the policy of continuing restraint
as the year progressed, nonborrowed re-
serves declined to levels well below required
reserves and net borrowed reserves increased
to nearly $500 million. After mid-1959 the
continued reduction of nonborrowed re-
serves was accompanied by declines in total
and required reserves.
Experience during the ensuing 3 years,
1960-62, illustrates the relationship of re-
serve measures over an extended period of
reserve expansion. Throughout most of this
period Federal Reserve operations increased
nonborrowed reserves. During the first year
member banks reduced their borrowings
from the Federal Reserve to minimum levels.
Thereafter, total and nonborrowed reserves
moved upward in close proximity. Required
reserves increased at about the same rate
as banks used the added reserves to expand
credit. System operations enabled member
banks to maintain net free reserve positions,
although at somewhat reduced levels over
time.
LIMITATIONS OF AGGREGATES
This framework for reserve analysis does
not change the need for broader measures
of financial performance such as aggregate
bank credit, the money supply, and total
liquid assets, nor does it provide a precise
link between reserve actions and these
broader measures. In fact, those who use
aggregate required reserves as a measure of
reserve use must be on guard against move-
ments that may at times give misleading
impressions of what is being achieved in
terms of broader goals. Changes in the
deposit mix and their effect on reserve ab-
sorption are a particular hazard in this
respect.
Changes in total required reserves, for
example, are complicated by the fact that
reserve requirements applicable to time and
to demand deposits are different. Because
the requirements against time accounts are
lower, increases in these deposits absorb
only about one-fourth as much reserves as
do increases in demand deposits. Conse-
quently, a given increase in required re-
serves could support a much larger expan-
sion of bank credit and total deposits if the
public decided to hold a substantial volume
of its deposits in time form.
Another distinction in reserve absorp-
tion that is not disclosed by the aggregate
figures is the use of reserves to support U.S.
Government demand deposits on the one
hand and private deposits on the other.
Changes in U.S. Government deposits often
absorb large amounts of reserves with dif-
fering impacts on holdings of private de-
posits. While Government deposits are out-
side the area that Federal Reserve policy is
trying to influence, the reserves absorbed by
anything more than transitory changes in
these deposits must be taken into account
in providing reserves to support the genera]
objectives of monetary policy.
REQUIRED RESERVES BY TYPE
OF DEPOSIT
To extract the maximum analytical value
from the statistics for required reserves, it is
necessary to distinguish among types of de-
posits and to eliminate seasonal and other
systematic influences for each type. The
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Board's staff has applied the necessary ad-
justments to four component series of de-
posits subject to reserve requirements: time,
demand adjusted, net interbank demand,
and U.S. Government demand. Each of
these series has been seasonally adjusted and
converted to approximate required reserve
equivalents.
2 Table 2 on page 901 contains
these series.
Required reserves data for each type of
deposit reflect seasonally adjusted move-
ments in the deposits for all member banks
at current reserve requirements. The use of
constant reserve requirements eliminates
such influences as changes in reserve re-
2 Seasonal adjustments for these series were com-
puted by ratio-to-moving-average methods, utilizing
the X-9 and X-10 variants of Census Method II.
Reserve equivalents were derived by applying current
time and net demand reserve requirements to the
corresponding deposit series.
quirements and shifts of deposits among
classes of banks. Each group of deposits
and the methods of adjustment are described
more fully in the technical note at the end
of this article.
Chart 2 shows that most of the non-
seasonal, month-to-month fluctuation in re-
quired reserves is due to changes in demand
deposits. Time deposits account for only
a small proportion of this fluctuation for
two reasons: requirements against time de-
posits are lower and movements in these
deposits tend to be smoother than is true
for demand deposits. Over time, however,
growth in time deposits may absorb sub-
stantial amounts of reserves even though the
reserve requirement applicable to these de-
posits is small. As may be noted from Chart
2, time deposits accounted for a consider-
Chort 2
ABSORPTION OF RESERVES by vario.s types of deposits
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NOTE.—Monthly averages of daily figures for seasonally ad-
justed deposits multiplied by current average reserve require-
ments.
Federal Reserve Bulletin: July 1963MEMBER BANK RESERVES 897
able proportion of the reserve absorption
during the past 3 years.
In studying the reserves against various
types of demand deposits, the category de-
mand deposits adjusted is given the most
attention. This category accounts for the
largest proportion of total required reserves,
and it is responsible for most of the sensi-
tivity of required reserves to seasonal and
cyclical influences. These deposits—owned
mainly by individuals, partnerships, and
corporations—also represent the largest
component of the money supply. Conse-
quently, they help to explain the relation
between movements in required reserves
and the money supply. Thus, the economy's
requirements for reserves to meet seasonal
and growth needs are usually assessed in
terms of demand deposits adjusted and time
deposits taken together.
The Treasury accumulates and holds
most of its cash balances with member
banks. While U.S. Government demand de-
posits are smaller than the aggregates for
other types of deposits subject to reserves,
large amounts of funds flow through these
accounts and they fluctuate widely. Receipts
and expenditures of the Treasury and its
financing operations in the money market
all have direct impacts on private deposits.
To the extent that these flows are regular
from year to year, they affect seasonal pat-
terns in private deposits.
The seasonal influences of Treasury flows
on private deposits are especially large
around tax-payment dates. For example,
tax collections by the Treasury are associ-
ated with reductions in private cash balances
or with temporary private borrowing from
banks to cover tax payments. For the most
part, taxpayers can be presumed to have
foreseen the need for such seasonal pay-
ments and the resulting impact on their
liquidity and to have provided accordingly.
Similarly, Treasury financing operations
may result in shifts of deposits from private
to Government accounts; or if banks buy
the securities issued, the new Treasury bal-
ances created absorb excess reserves that
might otherwise support private credit ex-
pansion. The relationship of Treasury op-
erations to reserve needs of the private econ-
omy is highly variable, especially in connec-
tion with cash financings. As can be seen
on Chart 2, many of the fluctuations in re-
serves supporting Government deposits are
temporary. Others, such as the increase be-
fore the middle of last year, are more long-
lasting.
Presumably very temporary net transfers,
of deposits from private to Government ac-
counts would not involve any significant
reduction of private liquidity and hence
would not be any reason for monetary au-
thorities to consider offsetting monetary ac-
tion. The same could be true of the kind
of deposit transfers that are associated with
substitutions among very liquid assets, such
as might result from a corporate treasurer
investing a temporarily idle bank balance
in a new issue of Treasury bills. However,
if shifts of deposits from private to Govern-
ment hands are longer-lived, or if they in-
volve a substantial reduction in private liq-
uidity, they may create a need for some re-
plenishment of private deposit holdings, by
compensatory reserve provision if neces-
sary, in order to maintain a stable monetary
climate.
Member banks also are required to hold
reserves against balances due to other banks.
Balances due from domestic commercial
banks are deducted in computing demand
deposit reserve requirements. Therefore, de-
mand balances "due to" and "due from"
banks are netted in this reserve analysis in
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order to account for all deposits subject to
reserves. This residual is positive for all
member banks as a group, combining net
balances due to nonmember commercial
banks with balances due to foreign and mu-
tual savings banks. The resulting series,
called net interbank demand deposits, shows
considerably less fluctuation on a seasonally
adjusted basis than do other demand de-
posits.
ANTICIPATION OF RESERVE PATTERNS
The analysis of required reserves by type
of deposit can be adapted to the projection
of patterns of reserve use for a number of
days and weeks ahead. Such projected pat-
terns have proved helpful in deciding upon
the timing and extent of Federal Reserve
operations to affect the supply of reserves.
This is true not only with respect to the day-
to-day activities of the System Open Market
Account, but also in the implementation of
less frequent actions such as changes in re-
serve requirements.
The major factors taken into account in
these projections of required reserves are
seasonal patterns in private deposits and
anticipated actual movements in U.S. Gov-
ernment demand deposits for the weeks im-
mediately ahead. The latter projections are
based on detailed analysis of prospective
Treasury receipts, expenditures, and financ-
ing operations. These projections of U.S.
Government deposits vary considerably
from one year to the next, reflecting dif-
ferences in over-all level of economic ac-
tivity, in the Federal budget, and in day-to-
day operations of the Treasury.
Estimated monthly seasonal patterns in
reserves supporting private deposits are
broken down into weekly patterns of esti-
mated seasonal needs for reserves. These
weekly seasonal patterns differ somewhat
each year, but their broad movements are
similar from year to year. The net move-
ment of projected reserve needs to support
U.S. Government deposits and seasonal
fluctuations in private deposits provides a
useful aid to implementation of current
monetary policy.
Chart 3 illustrates these patterns for the
year ending June 26, 1963. The top panel





TOGETHER with changes in reserves
against Government




NOTE.—Changes in weekly averages cumulated from June
27, 1962.
of the chart shows estimated seasonal fluc-
tuations in reserve absorption for the three
categories of private deposits discussed
above, each accumulated from June 1962
through June 1963.
Federal Reserve Bulletin: July 1963MEMBER BANK RESERVES 899
The prominence of demand deposits ad-
justed in the total seasonal variations of
private deposits is immediately apparent
from the chart. Weekly seasonal absorption
of reserves by these deposits moves over a
range of $1.1 billion during the year, com-
pared with about $200 million for inter-
bank deposits and only $50 million for time
deposits. The largest weekly seasonal change
in reserves supporting private deposits,
which normally occurs in mid-December,
exceeds $300 million. This reflects an in-
crease of more than $2.0 billion in demand
deposits.
The middle panel of Chart 3 compares
the estimated seasonal pattern of reserves
supporting all private deposits with actual
fluctuations in reserves absorbed by U.S.
Government deposits in the period July
1962-June 1963. For purposes of this chart,
reserves supporting U.S. Government de-
posits were based on reported data for these
deposits. In practice, these reserve projec-
tions are prepared for several weeks in ad-
vance, and they are revised frequently as
new information concerning Treasury op-
erations becomes available. Weekly projec-
tions of this component differ markedly
from year to year, whereas the estimated
seasonal patterns in reserves supporting pri-
vate deposits are fairly similar from year
to year.
Some seasonal relationships between the
two series are apparent. These are normally
most noticeable around major tax-payment
dates—as, for example, in March, April,
June, and September—when compensating
movements reflect shifts between private
and Government deposits. In addition to
these compensating seasonal movements,
movements in both Government and private
deposits normally contribute to the very
large seasonal decline in reserve needs at
the beginning of the year. Both the Gov-
ernment and the private components of re-
quired reserve projections show wide swings
over the year.
A combination of these estimated reserve
patterns is shown in the bottom panel of
the chart together with the actual pattern of
required reserves. This combined pattern
moved over a range of about $1.1 billion
in 1962-63 before allowance for reductions
in reserve requirements against time de-
posits at the end of October 1962. Because
actual changes in Government deposits and
seasonal movements in private deposits dom-
inate the weekly fluctuations in required re-
serves, most of the large weekly changes
reported in total required reserves are an-
ticipated by the estimated pattern.
The effects of reductions in reserve re-
quirements applicable to time deposits ap-
pear in the actual figures for the weeks end-
ing October 31 and November 7, but they
are not incorporated in the seasonal esti-
mates shown on the chart. Over the year
1962-63 the reported figures on required re-
serves showed a net increase of $53 million
after the reduction in reserve requirements
against time deposits released $780 million
of reserves. This small increase in required
reserves, together with the reduction in re-
serve requirements, supported substantial
expansion in time deposits and smaller in-
creases in Government and private demand
deposits.
Federal Reserve Bulletin: July 1963900 FEDERAL RESERVE BULLETIN • JULY 1963
TABLE 1
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101.7 99.3 98.9 99.1 99.2 99.4 99.7 99.5 99.8 100.7 100.7 102.0
NOTE.—All June 1963 figures are preliminary.
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TABLE 2
MEMBER BANK REQUIRED RESERVES, BY TYPE OF DEPOSIT, SEASONALLY ADJUSTED
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TECHNICAL NOTE
Explanation of data on aggregate reserves.
Basic data for total and required reserves,
as well as for member bank borrowings used
in computing nonborrowed reserves, are
published weekly in the Federal Reserve
statement and monthly in the Federal Re-
serve BULLETIN. The three reserve aggre-
gate series presented in Table 1 have been
adjusted to eliminate estimated effects of
changes in reserve requirements and of
seasonal influences as follows:
1. Reconstruction of basic data to reflect
current reserve requirements. Required re-
serve figures were recomputed for the period
shown before the latest change in reserve re-
quirements, January 1951 through October
1962. This adjustment was made by multi-
plying time and net demand deposits by cur-
rent reserve requirements applicable to these
deposits for each class of bank. The reserve
requirement for time deposits currently is
4 per cent for all member banks, and for
net demand deposits the reserve require-
ments are 16.5 and 12 per cent, respectively,
for reserve city and country banks. Required
reserves so adjusted were combined with
actual excess reserves to obtain a total re-
serves series on the same basis. Nonborrowed
reserves were reconstructed by subtracting
actual member bank borrowings from the
revised total reserves series. Fluctuations in
these revised data reflect the effects of shifts
in deposits between classes of banks as well
as the actual fluctuations in deposits sub-
ject to reserves. From 1951 through Octo-
ber 1962, a number of changes were made
in reserve requirements applicable to each
type of deposit and to each class of bank.
Most of these changes reduced required
reserves and changed somewhat the propor-
tions of total required reserves held against
each type of deposit by each class of bank.
The use of current reserve requirements be-
fore November 1962 changes the weights
of time and demand deposits in the reserve
aggregates from those actually existing in
earlier periods. Since October 1962 the
basic data for these three series are the same
as the published figures.
2. Adjustment for seasonal variation.
After elimination of effects of changes in re-
serve requirements, the aggregate series were
seasonally adjusted by a ratio-to-moving av-
erage method known as the X-9 variant of
Census Method II. These seasonal adjust-
ments were reviewed and modified some-
what to take account of movements in ex-
cess reserves and member bank borrowings
in an attempt to improve the consistency
between seasonal factors computed inde-
pendently for the three series. Seasonal fac-
tors shown in the table for the year 1963
may be used to keep the seasonally adjusted
series current as data for future months be-
come available. The published monthly
average figures for total and required re-
serves and the computed figures for non-
borrowed reserves should be divided by the
corresponding seasonal factors to obtain
seasonally adjusted data in each case.
Explanation of data on reserves by type of
deposit. Basic data used in constructing
monthly average required reserves by type
of deposit were derived from member bank
reserve reports. These reports, which pro-
vide daily data in the necessary detail, are
also the basis for 4-week averages published
regularly in the Federal Reserve BULLETIN
(p. 957). The four deposit series presented
in Table 2 were constructed from com-
ponents of deposits subject to reserves as
follows:
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1. Demand deposits adjusted—total de-
mand deposits less U.S. Government de-
mand deposits, demand balances due to
banks, and cash items in process of collec-
tion.
2. Net interbank demand deposits—de-
mand balances due to banks less demand
balances due from domestic commercial
banks.
3. U.S. Government demand deposits—
as reported.
4. Time deposits—as reported.
Each of these deposit series was first sea-
sonally adjusted and then converted to ap-
proximate required reserve equivalents on
the basis of current average reserve require-
ments for all member banks. Seasonal ad-
justments were computed by the ratio-to-
moving-average methods known as the X-9
and X-10 variants of Census Method II.
The results of these two computer programs
were compared and modified slightly in de-
termining final seasonal factors.
The three demand deposit components
account for all deposits subject to demand
deposit reserve requirements. Figures for
each category were multiplied by the cur-
rent effective reserve requirement against
net demand deposits averaged for all mem-
ber banks (approximately 14.8 per cent for
the year ending May 1963). Similarly, the
current average reserve requirement for time
deposits (4 per cent) was applied to time
deposits. The resulting series do not reflect
changes in reserve requirements. Nor do
they incorporate reserve effects of shifts in
deposits between classes of banks. Conse-
quently, each of these reserve series reflects
seasonally adjusted movements in deposits
weighted according to current average re-
serve requirements for net demand and time
deposits.
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